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CONTRACT BETWEEN NORTI-IWESTERN ENERGY AND GREENFIELD WIND.
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l. Introduction

Pursuant to $ 69-3-603. MCA (2013), NorthWestem Corporation doing business as

NorthWestem Energy ("NorthWcstcm") petitions the Montana Public Servicc Commission

("Con'unissiorr"; to set tenns and conditions to be included in a Power Purchase Agreement

("PPA") betrveen NorlhWestern, as buyer, and Creenfield Wind, LLC ("Greetttielcl"l, as seller.



For the reasons set forth belon', n-orthWcstcnr and Creenfield are unable to rnutually aglee to a

cotttrtrct tirr the sale of electricity or a price for thc electricity to be purchased by NorthWestem.

I. Introduction

On Sunday, March 16,2014, Martin Wilde of WINData. LLC sent an email in rvhich he

asserted that Greenfield Wind, LLC hud creatcd a legally enforceable obligation (..LEO'.) fbr a

25 MW project ("Greenfield Projcct") and denranded the irnmediate execution of a ppA at the

Electric Tarif f, Schedule QF-l, Option l(c) rate. On Marcfi 16,2014. Mr. Wilcle attached a ppA;

a letter frorn hirl to NorthWestem employees Frank Bermett altl Bleau LaFa'c: a Small

Generator Interconnection Agreement ('.SGIA") fcrr Greenfield Wincl. LLC, a l0 MW project:

and an SCIA for Greenfield Wind Trvo, a l5 MW project. Mr. Wilde's ernail is attaclcd to tlis

Petition as Exhibit NwE-1. on March | 8, 2014, Martin wilde sent an email to which he

attached a FERC Form 556 - Cerlification of Qualifyrng Facility ("QF") Status for a Srnall

Power Production of Cogeneration Facility, frlr Creenfield Wind, LLC in which Greenfield

Wind' LLC self-certihed a 26 MW projcct. The March 18, 2014 ernait rvith attachrnent is

nttached to this Petition as Exhibit NWE-2. On April 3, 2014. Mr. Wilde sent an enrail in rvhich

he stated. in part, "We have updatecl and attaclred the PPA that creates a legally enfbrceable

obligation ('LEO') under l8 C.F.R. $ 2925.301(d)" and attached a PPA and tlre sanre t'o SGIAs

that wcre attached to his March l6 ernail. The April 3,2014 ernail is attaclie6 to tliis petitio' as

Exltibit NWE-3. During this period (March l6 - April 3), Greenfield was neg'tiating rvith

NortlrWestern to sell its output under another process. Mr. Wilde asked NortlrWestern nor to

respond to Creenfield's request for a QF PPA until after the negotiations werc resolved, On

April l6' 2014. Greenfield withdrerv frorn thc negotiations in the other process.
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The Comnrission's admirristrative rules require that a QF greater than 3 MW ("Large

QF") in size bc selected in an all-source solicitation to receive a long-tenrr contract for sale of

energy and capacity. ARM 38.5, l90l(5), Horvever, on March 20, 2014. the Federal Encrgy

Regulatory Cunmission ("FERC") issued a Declaratory Order finding that ARM 38.5.1902(5) is

inconsistent rvith the Public Utility Regulatory Policics Act of 1978 ("PURPA") and FERC's

regulations irnplernenting PURPA. I'lydrodvnnics lnc..l46 FERC fl 61,193 (March 20, 2014).

NorthWestern believes that this rule precludes it trom negotiating a long-temr contract lvith a

Large QF unless the Large QF has been selected in an all-source solicitation. The Greentield

Project has not becn selected in an all-source solicitation. NorthWestent is in the untenable

position of being constrained hy an administrative rule that FERC has firund to be inconsistent

with federal larv. Therefore, NorthWestem requests the Cormnission to set the terms and

conditions for a PPA between it ancl Greenfield.

II. lssucs

This Petition presents three issues:

l. What rate may NorthWestenr pay Greenheld?

'l

J.

What security is adequate security to guarantee Greenfield's pertbnnance'?

and

Has Greenfield incurred an LEO'?

NorthWestern requests that the Commission llnd that it may pay Greenfreld $47.78/MWh

if environnrental attribr-rtes are included and $34.77lMWh if environnrental attributes are not

iucluded,less the incremental cost of netrvork transmission servicc that NorthWestem rvotrld not

otherrvise incur. less the cost of'tratrsmission cotrgcstion, and less the incretneutal regulation cost

that NorthWestern rvould not otherrvise incur. In this Petition, NorthWestent estimates the
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incremental cost of netrvork transrnission servicc to tre S2.00iMWh and the incremcntal

regulation cost to be 547,861/month. NorthWestenr does not have an estimatecl cost of

transmission congestion at tlris tirnc and rvill update this tiling rvhen it does. NorthWestcm

reselves the right to update the incremental cost of netrtttrk transmission and the increnrental

cost of regulation as nrore intonnation becomes available during the pendency of this docket.

NorthWestent requests that the Comrnission find tlrat adequate security to guarantec

Greenfield's pcrformance is S1,500,000.00 zurd that the security, eitler in cash or an irrevocable

letter of credit, that ntust be deposited within l5 days of thc earlier of thc exscution of a ppA or

the creation of an LEO.

Not'thWestem requests that the Comrnission find that Greenlield has nclt createcl an LE0

because it has not nrade an urrconditional off-er to sell energy and capncity lrom the Greenfield

Project at NorthWestern's avoided cost and because it has not providcd aclequate security under

the circumstances.

III. Argument

A. NorthWestern ntty pay Greenficld no nrore than its avoided cost for a 25
M!V rvind projcct at thc Greenficld project's location.

Federal law requires NorlhWestem to purchase the energy and capacity from the

Greenfield Projcct. Scc l6 U.S.C, ss 824a-3(a)(?). NorthWestem rnay nor pay a rare that

exceeds thc increntental cost that it would pay but lbr the purcliase liorn thc eF. See l(r U.S. C.

ss 824a-3(b) and l8 C.F.R. $ 292.304(a)(2). Tlrere are several rvays that stare regulatory b<ldies

detennine avoided cost. The Cornmission uses u combination of projected market and surrogate

avoided resotlrcc lvith elernents of the component/peaker netho<l tcr 4clermine the avoidecl cost

for the Electric Tarifl Schedule No.QF-1, Option I ("QF-1, Option l") rates. However, this

method is not appropriate for Large QFs because it does not consider the generating
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characteristics. suclt as the ability to dispatch, the available fimr capacity cluring peak perio6s.

the usefultress of the cnergy and ctpacity during enrcrgencies, increnlental transrnission service

costs, attd increntental rvind integration costs. These costs rvill varyrvith rhenahrre of the

resource, particularly a wind rcgime; the size of thc resource; the other resources in the

electricity supply portfolio; tlte localion of the project; and transrnission c6nstraints. Failurc to

consider tltese tbctors oll an individual basis rvill lead to erroneous calculations of the coststhat a

QF allorvs a utility to avoid. While tltese errors nray be acceptable for small eF rescrurces. the-v

are not acceptalrle for Large QFs, Thc Greenfielcl Project, for exarnplc, coulcl supply mpre t]ran

5% of NorthlVestem's load during light loading hours.

I. Northlllestenr calaiated the at'oitletl costJbr thc Greenfield projcct u.ritrg
the Di/fi:rential Ret'enue Requi renrcnt Method

Thc Differelttial Revenue Reqr.riretnent Method calculates avoicled costs by estinrating the

utility's total revenue requireurcnt for the tenu of the contract with tSc eF at zero c'st and

rvithout the QF. The difference betrveen the hvo revenue requirements is the total value of thc

QF. rvhich is thert allocated to capacity and energy over the temr of the coptract.

NtlrthWestern estirnated the electricity supply portfolio cost rvithout the Greenfield

Pro-iect and rvith the Greenfield Project using tlre Ascend Analytics por*erSimm modeli'g

prograln. This porverftrl rnodcling tool considers the variability ol'loatl. the variability of thc

specific output of the Greenfield Project using clata proviclecl by Greentield as rvell as the

variability of otlter resources in the electricity supply portfolio. This stochastic methocl of

calculating the differential revenue requirement, rvhile not perfect, is tlre best tool for capturing

all of the known variability ibr portfolio costs.

QFs eligible for QF- I , Option I rates have a choice regarcling the treatment of

environrnetrtal attributes. NorthWestem has assumed that Large QF.s should have t6at s.nre

Petition lirr an Order Setting 'fenrrs - I,age 5



choice ald calculated the Dift'crential Reverrue Rcquiretnent rvith estimates of carbon costs

inpact on markct prices and rvithout. A Large QF that is rvilling to transf'er its RECs to

NorthWestem as part of the salc of its energy and capacity should receive the rate derived lronr

the Differential Revenue Requircment rvith carbon costs, A Large QF thnt ilttends to retain its

RECs, or to scll thern separate from its energy and capacity, should rcccive the rate derived frorn

t'he Ditfcrential Revenue Requiretnent rvithout carbon costs.

As the Prefiled Direct Testimony of Bleau LaFave ("LaFave Direct Testimony") shorvs,

the levelized rate tbr Greenlield based on avoided costs derived from the Dift-erential Revenue

Requirernent that includes carbon costs is $.l7.78lMWh; the rate that does not include carbon

costs is S34.77lMWh lbefore adjustrnent for other factors),

2. Northll/eslcnr calailatcd lhe inc:rententttl cost q/ nclv'ork trunsnis.rion
sen,ice lhat it u,ill inatr to purclmse the etret'gv and capacit"v*.fi'om the

Greenlielcl Projecl.

Grecnfield is responsible tbr its interconncction costs-tltose costs that are directly

related to installation and ntaintenance of the physical iircilities necessary to permit

interconnected operations. 18 C.F.R. s\ 292.101(b)t6). I-lorvever, interconnection does not

inch"rde transmission service. NorthWestem is requirecl to obtain the transrnission service nceded

to deliver Greenfield's output from the point of interconncction to NorthWestent's load. Sec

Entergv,sct'r,iccs, Irtc.,137 FERC'1161,199 at ![52 (201 l], order on reh '9, 143 FERC 1161,143

(2013). Transurission costs dircctly related to neccssary facilities tltlt are not included in

intercorurection costs may be accounted for irt tlre determination of avoidcd costs. See Pioneer

trVindParltl, I-LC,l45FERC'1161,215,n.73(2013). Failuretoincludeconsiderationofthe

incremental cost of netrvork transmission servicc irt tlte determination of avoided costs rvillresult

in NorlhWestem's customers paying more for energy and capacity from Greenfield thm they
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would fbr altemative- energy and capacity. If'NorthWestem's customers pay more, the principle

oicustomer indifference is violatcd.

The Greenfield Project is located in an area rvith the higtrest transnrissisn congesti,n as

shown ott tlte Congestion rnap nvailable on NorthWestem's Open Access Sarne-Time

lnfbrtnation Systetn, or OASIS, NorlhWestcm would not huild a wind project in t5e sarne area.

While Greenfield has had its project studied for interconnection as an encrgy resourcel,

NorthWestent has nttt conducted an in-clepth study of the availability of netrvork transmission

service tirr the length of the contract, However, prelirninary analysis estimates that nettv.rk

trattstnission sen'ice frorn the Creentleld Project $.ill require at least $31,200.000 in netrvork

upgrades, ol'rvhich $2,250,000 is attributable to Creent'ield (given its place in thc Transmissiorr

Servicc Request queue). This is the erluivalent of $2.00/MWh that rnust be subtracted liom the

rate lrasecl on the appropriate Diff'ersntial ltevenuc Requirement analysis. NorthWestem

reserves tlte rigJrt to and will update tlris amount rvhen the study is cornpletctl.

J. NorthlVestern calatlated tlte incrementalv,inrl intcgrutiott cost thar ir u,ill
incur to purchase the ('ilcrg!,and capaciyf-om the Greenfiekl I'ro.ject,

Greenfield is responsible for its wind integration costs. Since it is not eligible for

Scheclulc QF-l standard offer rttes. it also is not eligible for the Schedule WI-l wi*d integratio'

ratcs. Wl-l provides, "Applicablc to any Wirrcl Generator wlro enters into an Agreement with

the Utility for the sale of electric pow$ to thc Utility under Schedule No. eF-1." Electric Tariff.

Schedule No. WI- 1, 2n'r Revised Shect No. 80.1.

NorlhWestenr's planned capacity to provide rvind integration flom the Dave Cates

Cenerating Station ("DGGS") is used. NorthWestem built DGGS rvith 45 MW of rcsulation

' Greenlleld rnay hal'e been srudied inrpropcrly l'or interconnection. WINData presented two project.s that qualified
fbr smnll Eenerator irlterconnection procedurcs. Thc limit for small interconnection is 20 MW. Norv WINData
prescnts the Greenfield Project as one 25 (<lr 26) lv{W projecr in ils request for a ppA and in its l;ERC Fonu 556.'I'his prcrject should have been processed under the large gcncrator intercopnection procedures.
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devotetl to rvind intcgratiorr. Cuncntly, rvith projects uutler construction, NorthWestem has 238

MW of rvincl connected to its systcur, including ?0 MW under constntction. Under

NorthWestenr's conclusion that rvind generators require 239'o of their nameplate capacity ftrr

rvind integration. the connected rvind generation has uscd the planned capacity. Likewise, under

tlre Comrlission's zonal analysis based on 389i,, l4%, and 5.1% of rcgulation as a percent of

nameplate capacity. the connccted rvind generntiotr has used the DGGS' plarrned capacity.

Integrating additional rvind generation, such as Grcentield. rvill reqttire au expansion of

DGGS. NgrthWestem estinrntcs that this can be done {br the same value per MW as the initial

construction. This build-out cost results in an incrcmental rvind inte$ation cost of

S47,86limontlr that must be sutrtracted from thc rate based on tlte appropriate Ditferential

Revenue Requiretnent analysis.

NorthWestenr requests that the Cornmissirrn set tlte rate fbr purchase of energy artd

capacity at $15.78/M!Vh less $47,861/month if Greenfreld chooses to transfer its environmental

attributes and RECs or S32.77iMWh less 547.861/montlt if Greenfield cltooses to retain its

envirorunerital attritrutes ancl I{ECs, subject to adjustment of the incremctrtal network

transmission service cost and inclusion of the tratrsttrissittn congestiotr cost during tlris docket.

l]. Aclequate security for Greenficld is $1,500,000 to tre provided within fifteen
dnYs.

Once GreerrFreld has incuned an LEO or NorlhWestern and Crecnfielcl have executecl a

PPA, NorthWestern must account for tlie furure output of the Greenfield Project in its resource

planning ancl acquisition process. NorthWestem tnust ntake a transmission service request tbr

network transrnission service from the Creenfield Project. NorthWestern will need to begin thc

ptocess to acquire additional rvind integration resourccs. NorthWestcm tvill incur substantial

expense in accommodating a ncriv 25 MW wind project and may enter inlo binding agreclnents
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that rvould not be needed. but for thc intended purcltase of the Greentield Project output.

Norll'rWestcm. for itself and its custonrers, nlust lre surc that tltese actions are necessary.

The rnajority owner of Greent'ield. rvho is also the developer of the project, WINData

LLC ("WlNDlta") has a checkercd history in its transactions rvith NorthWestem. WINData,

tluough its subsidiaries and atliliates, htrs enterecl into and then breached contracts, ltas entered

into and then flipped contracts, has sought rnultiple contracts for the same projects at the sarne

time, and has repeatedly lailed to provide adequate security. This history demands that

Creenfi cld provide adequate security.

Exarnples of current and prior dealings rvith WINData demonstrate the need for adcquatc

security. WINData offered the Greentield Project as a Community Renervable Energy Project

("CREP') in NorlhWestern's 2013 CREP RFP for 2014 operation. NorthWesten'r identified

Creenfield an altemate. Until Aprtl 16,2014, rvhilc WINData had asserted it has created u QF

LEO for Grcentield, it tvas also negotiating to sell its output as a CREP.

WINData oft'ered the Crazy Mountain Wind Prcrject ("Crazy Mountain") in

NorthWestern's 2013 CREP. NorthWestem selected Crazy Mourrtain. rtegotiated a PPA, and

proceecled to plan for the output. Holvever, WINData hits not providcd the security required by

the PPA. Although WINData has not notified NorthWestem that it intcnds to breach the PPA,

NorthWestern believes that WtNData may not cure thc cunent delault. WlNData has asserted

that it has created a QF LEO for Crazy Mountain rvithout regard to the existing PPA.

WINData is the original developer of the Fairfield Wind Project. In September 20 | l,

Fairfield Wind LLC ("Fairfield") entered into a QIr PPA. Fairfield failed to provide any sccurity

by the due date. After notice and expiration of the cure period, NorthWcstem terminated the

PPA. Fairtreld sigrred another PPA rvith a guaranteed commercial operation date of December
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3l' 2012. WlNData transfened its interest in thc Fairfield Project to Lincoln Renuvable Energy.

rvho providcd security, askcd for rnodi{ication of the PPA. anct offered the Fairfield project to

NortlrWcstenl as an asset sale. NorthWestem believes that Lincoln Renewable Errergy

lransferred the Fairfield Prtlject back to WlNData, rvho then transferrecl the rnajority of Fairfield

to Foundation Wind ("Foundation";.2 Foundation initially requested nrodifications Lo the

contract but has since proceeded rvith constntction. Foundation has paid its clelay darnages and

rnaintaincd the adequate security

Given WINData's history of tailure to provide security antl then breaching contracts. and

givcn that NorthWestem will incur substantirl expen-se in anticipation of receiving the output of

the Greentleld Prnject, it is imperative that Crcenfield be required to post security rvithin a short,

but reasonable, tirne. The amoutrt of security is commensltrate with the anrount of security that

other projects have provided when projcct sizc. timing, and arjditional expense are considered.

c. Greenfield has not incurred a legally enforceablc obtigation.

Greenfield assens that it has creatcd an LEO. It lras not, tn Order No. 6444e. the

Contmission ruled:

To establish an LEO, a QF must tender arr executed power purchase agreement to
thc utility rvith a price terrn consistent with the utility's avoicled costs, with
specilied beginning and ending dates, and with sufiicient guarantees to cnsure
perfbnnance during the tenn of the cclrrtract, and an executecl iuterconnectiorr
agreement.

In the l4atter of'the Petition o.f lYhitelmll lVind, LLCJbT QF Rate [)etermitattjorr, Docket No.

D2002.8. I 00, Order No. 6444e, !f 47 (June 4, ?010).

' lVlNData did not infonn NorthlVestern of the transttr lo l-incoln Renewable Energy, the rranslcr back to
WIM)ata. or the transfer to Foundation Wind. NorthWestem leamcd of these truuti.r* rvhcn agents of Lincol'
Renervable Energy and Foundation Wind contactc'd it and when ir reviewed amencled Fornr 556i that rvcre filed with
FERC],
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Greent'ielcl has not tnet thcse requirements because (l) the PPA that it tcndered has a

price tenn that is not consistent rvitlt NorthWestenr's avoided cost for a 35 MW rvind project

located in Tetou Courrty beginning commercial operation by December 31, 2015 and (2) the PPA

that it tendered cloes not have suflicient guarantecs to ensure pertbrmance.l

Greenflreld ltas requested a rate basod on a stale calculation of'avclided cost for smaller

projects, has not adjustecl the avoided cost to accoullt for the incremental cost of netrvork

transmission service or transmission congestion, and has not adjusted thc cost to account tbr the

incremcntal cost of rvind integration.

Greenfield has otfered to providc 5-500,000 in security ninety business days after a PPA

is exccutecl. This security is inadequate in amount and tirning. Furthennore, .1 mere oller of

security, given WlNData's repeatecl failures to provide security in a tinrely Inonller! is not a

su ft-r ci cnt gu arantee.

l\/. Praver for Relief

For the reasons stated above. NorthWcstem respectfully requests that tlre Commission

issue arr order finding that:

l NorthWestem may pay Greenfield the amount set fbrth abovc for the

output of tlre Creenficld Project;

Greenfield must provide adequate security of S1,500,000 within fifteen

(15) days of NorthWestem executing a PPA reflecting the price set forth

above: and

Greenfield has nol incurred a legally enforceable obligation.

I n'ortltWestem does not concede that Greenficld has uet the requirenrent of an executed lnterconnection agreement.
As described above. Greenfield tendered trvo SGIAs raLher than a single LCIA fbr the Creenfield Project. This
evasiort of the large generator interconnectir)n process nay render the SGIAs inapplicable.

1
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RESPECTFULLY SUBMITTED this 23'd day of April 2014.

NORTTIWESTERN ENERCY

//62
vy,/WOfra*-

U
Al Brogan
NorthWestern Energy
Attomey for NorthWestem Energy
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